improvements on specific indicators that are
preventing them from being eligible for an
MCC compact.

Although the programs funded through the
longer-term compacts focus primarily on
economic growth and private sector devel-
opment, rather than political reform, the goal
is to continue providing incentives for po-
litical reform through annual scorecards and
benchmarks. The seventeen indicators used
in the annual country scorecards include
six indicators under the objective of “Rul-
ing Justly” — the Freedom House scores for
civil liberties and political rights along with
World Bank Institute indicators for corrup-
tion, rule of law, government effectiveness,
and voice and
accountability.
In theory, the
use of such indi-
cators provides

MCC Funds, Requested vs Granted, FY04 - FY10

currently have MCC compacts — Jordan, Mo-
rocco, and Yemen - all have failing, below-
median scores on both of these indicators.
Another common criticism of MCC, particu-
larly from members of Congress, has been
that the Bush administration is perceived to
have broken its promise that MCC assistance
would be an additive program that does
not draw funds away from existing USAID
programs. Many commentators believe that
bilateral aid to many MCC recipients has
declined as a result of MCC compact fund-
ing.”” The status of MCC agreements with
Jordan, Morocco, and Yemen are described
in the subsections for each of those countries
below.

InJuly, theHouse
granted $1.4 bil-
lion for MCC,
only $25 million
below President

an incentive 35 Obama’s request
for countries to o 30 - and $525 mil-
make progress 2 s lion more than
on political re- g 20 4 granted in FY09.
forms in order to 2 15 4 However, the
receive valuable = Senate version
economic assis- ® s coming out of
tance. 00 the committee

' FYO4 | FYO5 | FY06 | FYO7 | FY08 | FY09 | FY10 markup recom-
However, MCC mmmm Requested| 13 | 25 | 30 | 30 | 30 | 222 | 1425 mends only $950
has drawn == Granted | 099 | 154 | 175 | 114 | 154 | 0875 million for MCC,
criticism in $475 less than
some quarters the President’s

for granting compacts to countries with very
low performance in areas of democratic re-
form. Freedom House has called for a strict
requirement disqualifying any country scor-
ing worse than a 4 (on a 1 to 7 scale) on the
Freedom House ratings for political rights
and civil liberties from receiving an MCC
compact. Unofficially, this rule seems to be
adhered to for most countries, except those
in the Middle East. The Arab countries that

request for FY10. This represents one of the
largest discrepancies between the House
and draft Senate versions of the FY10 spend-
ing bill, and the level of support for MCC
will be a key question to keep an eye on at
the stage of reconciling the two bills by a
joint conference committee, expected to take
place in September. But it should be remem-
bered that even if the lower figure granted
by the Senate is adhered to by the conference
committee, this would still represent an 8.6%

17 See, e.8. “U.S. Foreign Assistance under the Microscope at Senate Hearing,” Office of Senator Robert Menendez (D-NJ), June 12,2007. Congressman
Adam Schiff (D-CA) has also raised this concern with regard to the significant reduction in USAID funds requested for Armenia in FYOS8, following the

establishment of a MCC compact with Armenia.
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increase over the current allocation for FY(9,
and the first increase in funding for MCC
since FY06.

Ill. Near East Regional Democracy Program

When Congress passed the Consolidated
Appropriations Act for FY09 in March 2009,
the act contained $25 million allocated
under a new category of funding: the Near
East Regional Democracy (NERD) program.
This program was not included in any of the
budget requests from the Bush administra-
tion, including that for FY09, and it seems as
though it was developed by the appropria-
tions committee staff in conjunction with the
incoming Obama administration during its
first few weeks in office. Now, in President
Obama’s first annual budget request, he has
requested that the program’s budget increase
to $40 million. This is quite a large sum to be
allocated under a new, relatively unknown
designation.

Appropriations committee members, their
staff, and administration officials have de-
clined to give any public information about
the specific intended use of these funds, and
several members of the State and Foreign
Operations appropriations subcommittees
seem to be unaware of any details of the
program. Numerous sources within the
administration have confirmed that the
NERD program in large part aims to replace
funding designated for Iran as Economic
Support Funds (ESF) under the Bush admin-
istration.’®

The majority of funding for this program
aims to support civil society —in its first year
(FY09), $14.9 million of the $25 million allo-
cated for this program has been designated
as such. For FY10, $25 million of the $40 mil-
lion requested is designated for civil society.

The FY10 Congressional Budget Justifica-
tion (CBJ) declares that funding within the
NERD classification will “reinforce civil
society, promote youth development, pro-
vide greater access to alternative sources of
information, support greater understanding
of and respect for universal human rights
and fundamental freedoms, and support
the rule of law and good governance.” It
also notes that NERD “projects may include
cross-border and multi-country initiatives.”

While the former statement is not very dif-
ferent from many general statements on the
objectives of U.S. democracy programs in the
Middle East, the latter — taken in conjunction
with the fact that the NERD program is now
being used to support Iranian democracy
through soft power initiatives — suggests
that some of those initiatives will work with
members of civil society and NGOs from nu-
merous countries in the region together. This
may be a major motivation for the creation
of a new designation for supporting democ-
racy in the region, as most funds designated
for supporting civil society through bilateral
USAID programs would be less flexible and
could not be used for such multi-country
initiatives. Another advantage of this desig-
nation over allocating funds via bilateral ESF
allocations is its ability to reprogram funds
for other countries in the region in reaction
to developments on the ground.

The House and Senate versions of the bill
each fully grant the President’s request of $40
million for the NERD program. In addition,
the Senate Committee Report accompanying
the markup of the bill recommends that $40
million be spent “under the ESF heading for
programs and activities to support reforms in
Iran, and to counter Iranian influence in the
region.” It also notes that “The Committee
underscores its support for the aspirations
of the people of Iran for representative gov-

18 See section on Iran under country-by-country discussions of bilateral assistance to the region below for a more detailed discussion of U.S. funding to
support Iranian democracy in recent years, and potential consequences of shifting such funding into a new multi-country program.

9 111th Congress of the United States, “Senate Report 111-044, Department of State, Foreign Operations, and Related Programs Appropriations Bill,

2010’
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ernance, and notes the growing illegitimacy
of the ruling clerics and incumbent officials
in Iran and abroad.”” This Senate earmark
is generally understood to be recommend-
ing that the entire $40 million allocated for
the NERD fund be spent on programs to
support reform in Iran [see section on Iran
below]. In addition, the Senate Committee
Report also recommends that of the $40 mil-
lion for the NERD programs, “not less than
$30,000,000 to expand access to information
and communications through the Internet ...
The Committee further expects that awards
of the funds will be based on a showing
that the applicant will, within 1 year of the
date of the award, be able to generate suf-
ficient capacity to provide Internet access to
tens of millions of closed society residents
in acutely hostile Internet environments.”*
This clause is also understood to be directed
at Iran, particularly in light of the perceived
role of the internet in the widespread oppo-
sition protests following June’s Presidential
election.

IV. Bureau of Democracy, Human Rights, and
Labor at the Department of State

The State Department describes DRL as the
“lead bureau in the broad effort to support
human rights and democracy worldwide.”
DRL places particular focus on “priority
countries where egregious human rights vi-
olations occur, [and] where democracy and
human rights advocates are under pressure.”
DRL works with USAID and efforts include
support for “innovative” programming for
democracy and human rights by American
NGOs to respond to unexpected develop-
ments such as political crises and sudden
crackdowns against human rights activ-
ists, including through the Global Human
Rights Defenders Emergency Fund, which
disburses emergency financial assistance to
human rights defenders and their families
when targeted by repressive regimes. For
FY10, China is singled out in the CBJ for

foreign operations as a priority country for
DRL’s programming, whereas Pakistan was
similarly singled out in FY09.

When it was founded by Congress in the
1970s, DRL primarily observed conditions
of human rights, made formal complaints
to embassies — urging them to take action or
make statements — and produced the State
Department’s annual human rights reports.
In recent years, DRL has become better
funded and established, and it plays a much
more active role in a variety of programs for
supporting democracy and human rights
abroad. In addition to supporting the de-
mocracy and human rights work of other
bureaus within the State Department and
USAID, DRL also receives funding to allo-
cate itself, largely through small grants for
NGOs and civil society organizations.

DRL’s programs are generally seen as more
adaptive and more capable of reacting to
changing circumstances and political devel-
opments than similar programs for distrib-
uting funds through USAID. DRL’s mission
allows it to focus on democracy and gov-
ernance issues, as opposed to both USAID
and NEA, which must interact with the host
government bilaterally on a range of issues.
In this sense, DRL can be seen as playing the
same kind of role for the State Department as
a whole that MEPI seeks to play within the
Bureau for Near Eastern Affairs; maintain-
ing a consistent focus on democracy, gov-
ernance, and human rights concerns rather
than on other short-term strategic priorities.
In addition, DRL operates across the region
and much of its funding is not earmarked
for specific countries, allowing it greater
flexibility in programming than USAID.

DRL'’s work has often focused on support-
ing democracy in challenging countries, in-
cluding those where USAID has little or no
on-the-ground presence and where a strong,
historical assistance relationship is lacking.

20 |bid.
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Such work in recent years has included the
provision of support for independent media
and judiciary in Libya, such as exchange
programs that bring Libyan journalists,
lawyers, and judges to the United States to
witness American institutions and study the
importance of judicial and media indepen-
dence. In Syria, DRL assisted with efforts
to promote religious freedom and interfaith
dialogue and to provide Arabic-language
materials on human rights and the rule of
law to Syrian universities. In Tunisia, DRL
provided support for a program to bring
American law professors to teach as guest
professors at Tunisian universities, as part
of an effort to promote judicial competence,
transparency, and independence.” For FY10,
assisting in meeting the challenges of gover-
nance in Iraq, Afghanistan, and Pakistan are
all identified serious priorities for DRL.

In the President’s FY10 budget request, the
Foreign Operations line item for DRL is $70
million. Last year, the Bush administration
requested $60 million for FY09, but Congress
exceeded this amount by one-third, granting
$79 million. For FY10, these funds are re-
quested as Economic Support Funds, which
is the account under which the administra-
tion has traditionally requested these funds.
Congress, since FY06, has appropriated
funding for DRL under a separate “Democ-
racy Fund” account. Of this requested $70
million, the bulk is designated for the Civil
Society ($34.75 million) and Rule of Law and
Human Rights ($27.5 million) program areas,
with much smaller amounts designated for
Political Competition and Consensus Build-
ing ($7 million) and Good Governance ($750
thousand). This distribution of funds by
program area is relatively unchanged from
previous years.

In addition, DRL also receives funding for its
operational expenses through an account in
the Department of State Operations portion

of the bill, in which $20.7 million is request-
ed, a 16% increase from FY(08. DRL uses
its staff and resources to assist in program-
ming some funds appropriated bilaterally
and through other accounts, so DRL's own
budget allocations should not be viewed as
covering all of the bureau’s activities.

V. USAID Bureau for Democracy, Conflict, and
Humanitarian Assistance

The stated mission of DCHA at USAID is
“to save lives; alleviate suffering; support
democracy; and promote opportunities
for people adversely affected by poverty,
conflict, natural disasters and a breakdown
of good governance.” While the majority
of funding administered by this bureau is
for Humanitarian Assistance, DCHA also
houses the USAID Office of Democracy and
Governance. This office does administer
some democracy programming, but more
of its work is in providing key support to
USAID country missions, regional bureaus,
and U.S. embassies for programs to advance
democracy, governance, and human rights.

The overall request for FY10 for DCHA's
foreign assistance work worldwide is $2.45
billion, a 12% reduction from FY09 funding
of $2.19 billion. However, the portion of the
DCHA budget designated for the GJD ob-
jective is increased 13%, from $76.5 million
to $86.4 million. Within this amount, the
funding for the Good Governance program
area — focusing largely on anticorruption
efforts — is nearly tripled, from $13.3 mil-
lion in FY09 to $37.6 million for FY10. The
request includes a modest increase for Civil
Society funding, from $15.8 million to $20.6
million, while reducing funding for Political
Competition and Consensus Building (from
$32.3 million to $23.8 million) and Rule of
Law and Human Rights (from $15.3 to $4.3
million) programs. The significant overall
increase in DCHA funding includes $76

2L For more detail on these and other DRL efforts in the region, see the annual report entitled Supporting Human Rights and Democracy:
The U.S. Record, publication of the U.S. Department of State, Bureau of Democracy, Human Rights, and Labor. Available online for download at

http://www.state.gov/g/drl/rls/shrd/
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million for a new Rapid Response Fund
initiative, which is requested under the
Transition Initiatives (TI) account. The new
fund, like other TI-funded activities, will
aim to use assistance in creative and unique
ways to react to unforeseen developments
and opportunities. Although the funds are
not specifically programmed for democracy
and governance (since they are deliberately
designed to be applied in ways unknown
in advance), many TI-funded programs do
focus on supporting political reform. The
addition of the Rapid Response Fund will
increase TI funding from $50 million in FY09
to $126 million in FY10.

The USAID Office of Democracy and Gov-
ernance has expressed concern that “The
convergence of destabilizing factors related
to economic crisis threatens otherwise stable
democracies,and provides opportunity for
more autocratic regimes to justify consolida-
tion of power.”*

DCHA funding for GJD in FY 2010 will
especially focus on preventing fragile de-
mocracies from reversing recent progress on
political reforms. The USAID Office of De-
mocracy and Governance provides support
for a variety of programs in nearly every
country in the region, not only supporting
bilateral GJD programs, but also working
closely with initiatives such as MEPI and
MCC'’s threshold programs in Yemen and
Jordan.

VI. National Endowment for Democracy

The President’s budget requests $100 million
for the NED in FY10. For four consecutive
years, from FY06 to FY(09, the President’s
budget request for the NED had remained
constant at $80 million. Congress, however,
has exceeded the President’s request the past
two years, granting $99.2 million in 2008 and
$115 million in 2009.

The NED is a private, nonprofit organiza-
tion created in 1983 by the U.S. Congress to
strengthen democratic institutions around
the world through nongovernmental efforts.
The Endowment is governed by an indepen-
dent, nonpartisan board of directors. With
its annual Congressional appropriation, the
NED makes hundreds of grants each year to
support pro-democracy groups in more than
100 countries. The NED has five primary
strategic priorities: opening political space
in authoritarian countries; aiding democrats
and democratic processes in semiauthoritar-
ian countries; helping new democracies suc-
ceed; building democracy after conflict; and
aiding democracy in the Muslim world.”

The NED has ongoing programs in nearly
every country of the Middle East. These
include: efforts to support journalists and
independent media in Jordan, Morocco,
Yemen, and Tunisia; programs to encourage
electoral participation by political activists
followed by election monitoring and post-
election assessment in Egypt, Lebanon, and
Kuwait; and activities to build and train civil
society organizations and provide opportu-
nities for building networks among political
activists in closed political environments
like Libya, Syria, Iran, and Saudi Arabia.
Some argue that the NED is a more suitable
institution for U.S. democracy promotion
efforts than agencies within the Department
of State, as it is less likely to instrumentalize
democracy promotion in the pursuit of other
U.S. policy goals.

Congress is generally supportive of the NED,
and the President’s full request of $100 mil-
lion is expected to be granted or exceeded,
as Congress has granted funds to the NED
at levels exceeding the administration’s re-
quest in each of the past two years.

22 1.S. Department of State, Congressional Budget Justification: Foreign Operations Fiscal Year 2010, p 158.

23 National Endowment for Democracy, “Strategy Document, January 2007
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VII. Multilateral International Organizations

Overall funding for multilateral internation-
al organizations has essentially held steady
in the President’s request, at $356.6 mil-
lion — up very slightly from approximately
$352.5 million allocated for 2009. Within this
amount, GJD programs see a requested in-
crease in funding of 6%, to $24.4 million, up
from $23 million being spent in FY09. More
than half of the GJD budget for international
organizations is requested for the United
Nations Democracy Fund (UNDEF), which
was included in the annual U.S. budget for
the first time in FY09. The FY10 request of
$14 million for UNDEF matches President
Bush'’s request for FY09, but Congress only
granted $3 million.

UNDEF was established by the UN Secretary-
General in 2005 to complement existing UN
efforts to promote democracy. In particular,
UNDEF focuses on supporting the interface
between civil society and the official govern-
ment institutions of democracy (e.g. election
commissions, parliaments, provincial and
local councils, judiciaries, national human
rights commissions, central and local gov-
ernments). Civic education, voter registra-
tion, and improving access to information
are key goals of the program.
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A Closer Look: Bilateral Assistance in the FY10 Request by Country

While the programs examined above receive much attention for their work on democracy
and governance in the region, the majority of funding for democracy programs in the re-
gion is still provided through bilateral assistance. USAID operates seven country programs
in the Middle East: Egypt, Iraq, Jordan, Lebanon, Morocco, the West Bank and Gaza, and
Yemen. As compared with the total funding granted in FY 2009, the President’s FY 2010
budget requests a significant increase in overall funding for Morocco and Yemen, with mod-
est decreases in assistance to Egypt, Iraq, Jordan, and the West Bank and Gaza. However,
Lebanon and the Palestinian territories each received dramatically increased assistance dur-
ing 2009 to levels far in excess of the 2009 budget request, and the President’s FY10 request
for each represents a significant increase over FY08 levels and over President Bush’s request
for FY09. The funds specifically designated within the Governing Justly and Democrati-
cally strategic objective are increased for Iraq, Lebanon, Morocco, and Yemen. Governing
Justly and Democratically (GJD) funding for both Egypt and Jordan are reduced in the re-
quest, and such funding for the West Bank and Gaza is reduced from FY09 levels back to
those granted in FY08. Each of these seven countries will now be examined individually,
along with discussions of three other key countries in the region: Afghanistan, Pakistan, and
Iran.

FY2010 Request for Economic and Military Assistance
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FY2010 Request for Governing Justly and Democractically (GJD)
By Country and Program Area
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Afghanistan

President Obama has made a renewed focus
on Afghanistan a key part of his administra-
tion’s foreign policy, and his budget request
clearly reflects that priority. The budget
includes a $2.777 billion request for assis-
tance to Afghanistan, which, if fully granted,
would officially make Afghanistan the larg-
est recipient of U.S. foreign assistance for
2010.**  President Obama did not wait for
the FY10 budget request to increase U.S.
aid to Afghanistan, but instead requested
enormous increases in funding in the FY09
supplemental appropriations bill, granted
by Congress in June 2009.

Within this amount, $801 million is des-
ignated under the Governing Justly and
Democratically objective, well over double
the amount requested for democracy and
governance for any other country in the
world. In contrast to funding cuts for civil
society across the Arab world, the FY10
budget request aims to nearly double fund-
ing for civil society in Afghanistan to $110
million, up from $62 million in FY09. Again,
this is considerably more than requested to
support civil society in any other country —
Pakistan, the next largest recipient, receives
$65.2 million under the President’s budget.
The budget includes slight decreases in
funding for other program areas within the
GJD objective, and overall the $801 million in
democracy funding for Afghanistan would
represent a slight reduction of the $882 mil-
lion being spent in 2009. It should be noted,
however, that the GJD request is more than
triple that requested by President Bush for
FY09, and that the dramatic increases in
funding granted by Congress in the FY09
omnibus and supplemental appropriations
bills were at the behest of the Obama admin-
istration. Likewise, the overall request for

assistance to Afghanistan is nearly triple the
$1.05 billion requested by President Bush
for FY09 — though at the urging of the new
administration, Congress did grant funds
far in excess of that request, totaling $2.661
billion.

Given that the FY10 request is overall quite
similar to the recent assistance package
granted by Congress for FY09, and given the
strong support within Congress for assisting
the fragile democracy in Afghanistan, it ap-
pears that Congress will grant the fullamount
of the President’s request. Chairman David
Obey (D-WI) of the House Appropriations
Committee has expressed support for the
President’s renewed focus on Afghanistan,
while making clear that the support will not
be open-ended or unconditional, and that
the Congress will want to see real progress
within one year in order to continue support-
ing such large expenditures in Afghanistan.
This suggests that Congress is likely to grant
the full amount of the President’s request for
FY10 and then reevaluate based on measur-
able progress before providing funding next
year for FY11.

Indeed, the House version of the appropria-
tions bill passed on July 9 includes $2.695
billion for Afghanistan, only $82 million
below the President’s request, and more
than the considerably increased level of
funding granted for 2009 including the FY09
supplemental appropriations act passed in
June. Likewise, the Senate Appropriations
Committee’s version of the bill also includes
approximately $2.7 billion for assistance to
Afghanistan.

2 |srael is expected to receive $2.775 billion in military assistance, or $2 million less than the amount requested for Afghanistan.
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Afghanistan: Total FY10 Request
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Egypt

The President’sbudgetrequest for 2010 sends
mixed signals about the place of support for
democracy and human rights in U.S. policy
toward Egypt. On one hand, the section of
the Congressional Budget Justification for
FY10 regarding U.S. assistance to Egypt con-
tains language explicitly expressing concern
for reform and the rights of Egyptians:

Military Assistance

To expand the scope of what has already begun, the
United States will support programs to expand civil
liberties, introduce transparency and accountability in
government, and foster more democratic institutions.
Despite some progress, achieving meaningful reform
will continue to present challenges.”

The U.S. will remain closely engaged with the Govern-
ment of Egypt (GOE) on political and economic
reforms, while encouraging Egypt’s strong support for
U.S. regional policies and efforts to combat terrorism.
The U.S. Government supports the enactment of the
political reforms outlined by President Mubarak during
the 2005 Presidential campaign. Egypt has, however,
been slow to implement these reforms. U.S. assistance
programs will work with the Egyptians to advance
these reforms apace.

Such language is quite unusual in the Con-
gressional Budget Justification and seems
to suggest that U.S. support for Egyptian
democracy is a priority of the U.S.-Egypt as-
sistance relationship. On the other hand, the
numbers in the assistance budget for Egypt
are seen by many as sending the opposite
signal.”

Overall assistance to Egypt in the President’s
request remains constant from FY09, at $1.55
billion. This includes $1.3 billion in FMF
military assistance, and $250 million in Eco-
nomic Support Fund (ESF) civilian aid. This
level of civilian economic aid matches the
total of ESF aid granted in the FY09 annual
appropriations act ($200 million) and the
FY09 emergency supplemental ($50 million)
passed by Congress in June 2009. In effect,
the President’s budget request reinforces the
sharp cut in economic aid that was made in
FY09, down from the $415 million given to
Egypt in FY08.

% U.S. Department of State, Congressional Budget Justification, Foreign Operations, Fiscal Year 2010, p. 413.

26 See Scott Carpenter, “Ditching Democracy in Egypt?” Middle East Strategy at Harvard Blog, May 29, 2009; or Andrew Albertson and Stephen

MclInerney, “Don’t Give Up on Egypt,” Foreign Policy, June 2009.
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Within this amount, the request also rein-
forces the severe reduction in democracy
and governance funding enacted by Con-
gress in the FY09 omnibus appropriations
act in March, from $54.8 million in 2008 to
only $20 million for 2009. This reduction
sparked sharply negative reactions from the
democracy promotion and human rights
communities in both Egypt and the United
States for a number of reasons. First, the
cut was unexpectedly enacted by Congress
in the FY09 omnibus appropriations act by
placing an earmarked limit on the amount of
Egypt’s economic aid that could be spent on
democracy and governance — the first time in
history that Congress has limited democracy
and governance expenditures in a specific
country in this manner. Beyond the overall
reduction in the level of democracy funding
there has also been much concern over ex-
actly which programs are being cut. Looking
at the funding for each of the program areas
within the GJD heading, it is clear that the
reduction in funding came primarily from
civil society groups, which received $31.75
million in funding in FY08, before being cut
to only $7.3 million in 2009, with only $7.0
million requested for 2010.

In addition, there is heightened concern that
the few civil society groups that will contin-
ue to receive U.S. government funding are
unlikely to be among the more independent
groups working on issues of genuine politi-
cal reform. There has been a proliferation of
“nongovernmental”  organizations with
close ties to the Egyptian regime and the rul-
ing National Democratic Party (NDP). Such
groups, sometimes referred to as “govern-
ment-organized NGOs,” or GONGOs, often
aim to reinforce the political status quo, and
may receive funding at the direction of the
Egyptian regime as a form of patronage.

This is related to another particularly sensi-
tive issue, which is the degree to which the
Egyptian government has authority over
which organizations in Egypt receive U.S.
assistance. Prior to 2004, Egypt was the only
country in the world with full discretion
over the distribution of U.S. funds for de-

mocracy and governance. An amendment
offered by Senator Sam Brownback (R-KS)
and passed in December 2004 asserted the
U.S. government’s authority to distribute
democracy assistance directly to indepen-
dent organizations without the approval of
the Egyptian government. Language from
the Brownback amendment, stating that
“with respect to the provision of assistance
for Egypt for democracy, human rights and
governance activities, the organizations im-
plementing such assistance and the specific
nature of that assistance shall not be subject
to the prior approval by the Government of
Egypt,” remained part of the text address-
ing Egypt in the annual appropriations act
for State and Foreign Operations each year
from 2005 to 2008. Some advocates of de-
mocracy in Egypt were alarmed when this
language did not appear in the Egypt sec-
tion of the FY09 omnibus appropriations act
passed in March. However, this language
is still present, but it is now listed under a
section for special authorities and is framed
globally rather than referring specifically
to Egypt: “With respect to the provision of
assistance for democracy, human rights and
governance activities, the organizations im-
plementing such assistance and the specific
nature of that assistance shall not be subject
to the prior approval by the government of
any foreign country.”

A closely related area of concern is an ap-
parent concession by the U.S. government to
Egyptian government demands that the U.S.
no longer provide bilateral assistance funds
directly to civil society organizations that
are not officially registered as NGOs with
the Egyptian government. Many Egyptian
civil society groups, fearing heavy-handed
interference by the government in their af-
fairs, choose not to register as an NGO, but
instead register as a civil corporation, opting
to forfeit tax-exempt status in order to be
freer of governmental regulation and inter-
ference. The Egyptian government and the
NDP-controlled parliament have been par-
ticularly angered by U.S. government funds
that have been disbursed to several of these
“civil corporations,” which the Egyptian re-

THE PRESIDENT’S BUDGET REQUEST FOR FISCAL YEAR 2010: DEMOCRACY, GOVERNANCE, AND HUMAN RIGHTS IN THE MIDDLE EAST

23



24

gime considers to be in violation of Egyptian
law.

In recent years, approximately $10 million of
the annual bilateral funding for civil society
groups in Egypt had been granted to unreg-
istered groups. The recipients of these funds
included a wide array of local Egyptian or-
ganizations, as well as larger international
NGOs that also do not register as NGOs
within Egypt, such as Freedom House, the
National Democratic Institute for Interna-
tional Affairs (NDI), and the International
Republican Institute (IRI). When the por-
tion of U.S. bilateral assistance aid for Egypt
designated for civil society groups was cut
from nearly $32 million to merely $7 mil-
lion in March 2009, the $10 million that had
gone to unregistered groups was eliminated
entirely.

The 2008 edition of this report noted that
“This issue is at the heart of current debates
over U.S. assistance to Egypt - so many civil
society groups choose not to register with
the Egyptian government that cutting off
aid to these groups would greatly impair
U.S. efforts to reach Egyptian civil soci-
ety.” Needless to say, this move has raised
alarm — both within the community of U.S.
democracy and human rights supporters as
well as among Egyptian democracy advo-
cates and activists — not only for its negative
impact on the potential for genuine reform
and improved civic engagement, but also
for the signal it sends about the place of
democracy and support for civil society in
the U.S.-Egypt relationship. Some in the
administration and in Congress alike have
justified these reductions by arguing that
nongovernmental organizations and civil
society groups in Egypt lack the absorp-
tive capacity to properly spend funds at the
levels allocated in recent years. However,
civil society leaders and reformers in Egypt
dispute this characterization, noting the ex-
tremely large number of such organizations

in Egypt”, and they view the cut in funding
as an effort to placate the Egyptian regime.
Others contend that it is not the Egyptian
civil society organizations that lack the ca-
pacity to absorb the funds, but rather that
USAID or the U.S. Embassy in Cairo lack the
capacity or desire to manage such levels of
funding.

The new administration does not seem to
be drawing a consistent line on democ-
racy’s place in the U.S.-Egypt relationship.
When Secretary Clinton met with a group
of Egyptian democracy activists in late
May, she asserted that the U.S. government
and the Department of State “always raise
democracy and human rights. It is a core
pillar of American foreign policy.” She also
spoke strongly of the important work done
by young activists like those with whom she
was meeting, without noting that the very
program that had brought those activists to
Washington is one of the casualties of the
funding cut by Congress and reinforced by
the administration.

It should be noted that some portion of
the funding for unregistered civil society
organizations in Egypt will now be deliv-
ered by the Middle East Partnership Initia-
tive (MEPI) and the Bureau of Democracy,
Human Rights, and Labor (DRL), each of
which will distribute $1.3 million to unreg-
istered groups during FY 2009. However,
even including these funds, the total of $2.6
million represents a 74% reduction over
the amount distributed to such groups by
USAID in previous years. Moreover, this
is seen as a temporary solution to maintain
funding for some such groups, and it is
unclear at this point what levels of funding
for unregistered groups will be in 2010 or
beyond. While many have seen these cuts in
support for democracy and civil society as
evidence of excessive deference to the Egyp-
tian regime, several administration officials
have described this shift as merely a tempo-

27 1n 1996, the Egyptian Ministry of Social Affairs estimated that there were more than 15,000 officially registered NGOs in Egypt. Independent
estimates have ranged as high as 28,000, not including the thousands of NGOs that decline to register with the Egyptian government to avoid
harassment. See Maha M. Abdelrahman, Civil Society Exposed: The Politics of NGOs in Egypt. 1.B.Tauris, 2004, p. 121.
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rary move and asserted the administration’s
desire to formulate a long-term strategy for
funding unregistered groups in Egypt.

Under the request, Egypt would continue to
receive no funding whatsoever for the Po-
litical Competition and Consensus Building
program area, which receives 11% of GJD
funding across the region, and is funded in
each of the six other Arab countries that have
USAID programs (Iraq, Jordan, Lebanon,
Morocco, West Bank and Gaza, and Yemen).
This continued omission may arouse some
concern, given the Mubarak government’s
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efforts to eliminate any space for political
competition. A number of recent constitu-
tional amendments have further constricted
the already-limited ability of the political
opposition to organize, establish political
parties, or challenge the political status quo.
In the electoral arena, the 2005 presidential
and parliamentary elections, though flawed,
evidenced some progress as compared with
previous elections. Unfortunately, these
positive steps were reversed in the 2007
Shura Council elections and the municipal
council elections in 2008, both of which were
widely criticized and described as evidence
of “a return to the old authoritarian practices
of the ruling establishment.””® With parlia-
mentary elections scheduled for 2010 and
the next presidential election in 2011, many
would argue the Political Competition and
Consensus Building programs should be
a priority in Egypt, rather than remain an
omission in USAID’s work in Egypt. How-
ever, in the past, there has been evidence that
some funding designated for civil society
has in fact been spent on building political
parties and political competition, without
being labeled as such directly, presumably
to avoid antagonizing the Egyptian govern-
ment. This practice may continue, but this
only heightens the importance of the deep
cuts in civil society funding.

A final issue of interest in the FY10 appro-
priations process for assistance to Egypt
will be the question of whether conditions
of reform will be placed on any of the as-
sistance granted by Congress. Efforts have
been underway by members of Congress for
several years to place various conditions on
some portion of aid to Egypt. In December
2007, Congress passed the Consolidated Ap-
propriations Act for Fiscal Year 2008 (P.L.110-
361), conditioning $100 million of the $1.3
billion in military aid upon the Egyptian
government taking “concrete and measur-
able steps” to improve the independence of
the judiciary, train police leadership to curb
abuses, and destroy smuggling tunnels from
Egypt into Gaza.

28 Mohamed Herzallah and Amr Hamzawy, “Egypt’s Local Elections Farce: Causes and Consequences,” Carnegie Endowment for International Peace,

April 2008.
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However, a clause was also included which
allowed the Secretary of State, not sooner
than 45 days after the enactment of the ap-
propriations act, to waive these conditions if
deemed in the national security of the Unit-
ed States. Barely had this 45-day window
expired when Secretary Rice acknowledged
in a press conference in Cairo that she had
quietly exercised this waiver”” National
security reasons for the waiver include the
need to ensure Egyptian cooperation on
military issues such as the preferential, ex-
pedited treatment granted to U.S. military
ships passing through the Suez Canal. As of
now, it appears that Congress will abandon
efforts to condition military aid to Egypt, at
least in the near term.

In short, the Obama administration has
been decreasing democracy and governance
funding for Egypt at a time when funding
for such programs in most other countries
in the region is increasing. Each year from
2003 to 2008, Egypt received considerably
more bilateral funding for democracy and
governance than any other Arab country
(excluding Iraq, which has received dispro-
portionate levels of funding across many
program areas due to reconstruction efforts
since 2003). This is relatively unsurpris-
ing given Egypt’s size (more than twice as
populous as any other Arab country) and
importance in the region culturally and
politically. However, under the President’s
budget request for 2010, Egypt would re-
ceive less GJD funding than Lebanon or the
West Bank and Gaza, and only slightly more
than Jordan. This seems to signal that Egypt
may be a lower priority among the adminis-
tration’s efforts to support democracy across
the Middle East, despite the rhetorical sup-
port for democracy in the language of the
CBJ and in the President’s speech in Cairo.

Both the House version and the preliminary
Senate version of the State and Foreign Op-
erations bill for FY10 grant the President’s
request of $1.3 billion in military assistance®
and $250 million in economic assistance to
Egypt. Each version of the bill contains an
earmark requiring that at least $25 million
be spent on democracy and governance
programs in Egypt, $5 million more than
requested by the administration. At this
point, neither version of the bill includes any
conditions on any portion of the aid.

In addition, the Senate committee’s ver-
sion of the FY10 bill includes the language,
“Of the funds appropriated by this Act and
prior Acts making appropriations for the
Department of State, foreign operations, and
related programs, up to $200,000,000 may be
made available for an endowment to further
the shared interests of the United States and
Egypt: Provided, That the Secretary of State
shall consult with the Committees on Ap-
propriations on the establishment of such
an endowment.”®" This idea of establish-
ing an endowment has been rumored and
discussed informally for several years, and
similar language was included in the Senate
version of the State and Foreign Operations
bill for FY08, but was omitted from the final
bill. Once again, it also seems unlikely that
such language will be included in the final
bill for FY10.

29“.S. Waived Congressional Restriction on Egypt Aid,” Reuters, March 4, 2008.

30 Technically, the FY10 bills grant $1.040 billion in military aid to Egypt, but the additional $260 million in military aid for FY10 was shifted into the
FYO9 supplemental bill passed in March, which was done for overall budgeting purposes, to keep the value of the FY10 budget within designated

overall spending limits.

31 111th Congress of the United States, S.1434. “Making appropriations for the Department of State, foreign operations, and related programs for the
fiscal year ending September 30, 2010, and for other purposes.” Introduced July 9, 2009.
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Iran

For the first time since 2005, no funds in the
President’s budget request are specifically
designated for Iran. Independent programs
to promote democracy, governance, and
rule of law in Iran had, in recent years, been
funded through Economic Support Funds
for Iran, and through other funds including
the democracy fund within DRL at the State
Department and the Broadcasting Board of
Governors (BBG). No funds are distributed
through the government of Iran but, rather,
have funded independent programs to sup-
port Iranian democracy.

Such funding has been a source of great con-
troversy, with many human rights groups
believing that the program backfired and
undermined indigenous democracy move-
ments within Iran, enabling the Iranian re-
gime in its efforts to crack down on internal
dissent and to cast all democracy activists as
foreign agents in pursuit of regime change.
But others dismissed such conclusions, ar-
guing that the crackdown in Iran was sim-
ply in the nature of the regime and that U.S.
funding was merely an excuse for behavior
that would take place regardless. Because
of the sensitve nature of such programming,
the U.S. declined to identify any of the Ira-
nian participants, to shield them from being
targeted by the regime. But this secrecy sur-
rounding the details of the Iran programs fu-
eled speculation that the funding was being
used for covert programs to overthrow the
Iranian regime.

In 2008, the Bush administration claimed
that no such funds were being used to fund
any politically active groups in Iran, but
were instead directed toward three types of
programs: providing training to employees
of Iranian NGOs in management practices,

democratic values, and civic practices; bring-
ing Iranians to the United States through
educational, cultural, and professional
exchanges to study a variety of issues and
gain exposure to functioning democratic
institutions; and increasing the availability
of information about democratic values to
Iranians through Persian language print and
online publications.

From 2005 to 2008, President Bush requested
these funds to support Iranian democracy
in the annual budget and Congress allocated
funding specifically for this purpose by
earmarking the annual appropriations bills.
In FYO08, although Congress allocated $21.6
million in ESF for democracy programs in
Iran, the FY08 Consolidated Appropriations
Act earmarked a total of $60 million, with $8
million coming from the Democracy Fund
at the DRL, and the remaining $30.2 mil-
lion from other unspecified accounts, to be
determined by the Director of Foreign Assis-
tance. Much of these funds were taken from
the budget of the BBG for Persian-language
broadcasting.

For FY(09, President Bush requested $65
million in ESF funds to support democracy
in Iran. When the FY09 Consolidated Ap-
propriations (aka ‘omnibus’) Act was passed
in March 2009, it contained no specific allo-
cation under the ESF heading for Iran and
also no earmark for democracy funding in
Iran as in previous years. However, the act
contained several billion dollars in unspeci-
fied ESF funds — which could be distributed
at the discretion of the new administration
- and introduced a new heading, the Near
East Regional Democracy (NERD) program,
which received $25 million. The current
budget request for FY10 includes a $40 mil-
lion request for this program. It appears that
much of this NERD funding will continue to
support Iranian democracy through a vari-

32 See, e.g. Seymour Hersh, “Preparing the Battlefield.” The New Yorker. June 8, 2008, or Robin Wright. “Cut Iran Democracy Funding: Groups Tell US”

The Washington Post, October 11, 2007.
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ety of “soft power” programs: educational
and cultural exchanges, and making Per-
sian-language information available online
and through international broadcasting. See
the section on the NERD program above for
more information on this new budget item.

This new approach, of electing not to spe-
cifically allocate or earmark any funding for
Iran has a few potential advantages. First, it
allows the administration flexibility to react
to changes situation on the ground in Iran.
If programs are deemed ineffective or coun-
terproductive, those funds can easily be re-
programmed to support democracy in other
countries of the region. In addition, it allows
the administration to fund programming,
such as conferences that educate and train
NGO employees, to include participants
from numerous countries, not only Iran.
Some argue that the presence of participants
from countries that are U.S. allies will ease
suspcions that such programs are veiled at-
tempts at regime change.

Needless to say, the large-scale protests and
demonstrations following the June 2009 Ira-
nian presidential election cast uncertainty
over what may come in Iran during FY10,
and it seems that the flexibility offered by
removing any mandatory earmarks or al-
location for Iran is likely to be beneficial.
Many had argued that it was the belligerent
rhetoric of the Bush administration toward
Iran that made such efforts to support Ira-
nian democracy toxic. Depending on how
events play out in Iran in the months ahead,
the Obama administration’s stated desire
to cool tensions betweent the Iranian and
American governments could set the stage
for more constructive programs in support
of Iranian democracy.

Iraq

The level of funding for U.S. assistance to
Iraq in the President’s 2010 request is larger
than in any previous annual request, but this
primarily reflects an effort by the Obama
administration to shift U.S. assistance for
Iraq into the annual budgeting process
rather than providing such funds primarily
through “emergency” supplemental spend-
ing bills. The assistance request for Iraq
totals $500 million, with $415.7 million of
this comprising civilian economic aid (ESF)
and the remaining $84.3 million dedicated to
security assistance.*® The Bush administra-
tion had similarly attempted to shift assis-
tance for Iraq into the annual appropriations
process in 2009, but failed to do so, as many
members of Congress preferred to see more
of the Iraq war funding, including funds
classified as assistance to the Iraqi govern-
ment, separated from the annual budget
and voted on in the war supplemental bill.
This year, it seems likely that the Democrat-
controlled Congress will aim to leave Iraqi
assistance in the annual spending bill per
the request, as Congress supports President
Obama’s declared intention to draw down
the U.S. military presence in Iraq.

$328.2 million, or 66% of the $500 million
request, is designated under the GJD objec-
tive. Building Iraq’s democratic institutions
has been a priority of U.S. assistance to Iraq
and has made up approximately half of
the USAID budget in Iraq in recent years.
This request represents a slight increase in
the proportional weight of democracy and
governance funding in the aid package. The
$328.2 million total for GJD also represents a
modest 6% increase over the amount being
spent on this objective in FY09.

33 |t should be noted that this does not include U.S. Department of Defense expenditures in Irag, which constitute the overwhelming majority of
military/security expenditures in Iraq including DoD programs to train the Iraqgi military.

THE PRESIDENT’S BUDGET REQUEST FOR FISCAL YEAR 2010: DEMOCRACY, GOVERNANCE, AND HUMAN RIGHTS IN THE MIDDLE EAST



Within the GJD heading, the budget request
calls for a significant decrease in funding
for Civil Society, from $105 million down
to only $57 million. Funding for Iraqi civil
society was already halved in FY 2008, when
it was reduced from its peak of $220 mil-
lion down to $106 million. It also includes
a large increase in funding for Rule of Law
and Human Rights, from $20 million to $73
million, while requesting a modest (12%)
increase in funding for Good Governance
and a small decrease in funding for Po-
litical Competition and Consensus Building.
Broadly, these figures are representative of
the broader trends in USAID democracy and
governance funding across the region — siz-
able cuts to civil society, large increases for
good governance, and roughly stable levels
of funding for the other two program areas.

GJD funding for Iraq in FY10 will focus on
improving the accountability and respon-
siveness of democratic institutions, with a
particular focus on the provincial govern-
ments elected in January 2009. Another
focus of U.S. assistance programs will be
on reforming and building the capacity
of Iraq’s criminal justice sector, as all U.S.-
constructed prisons are turned over to Iraqi
control by January 2010. This will include
large-scale programs for training judges and
investigators and improving accountability
and anti-corruption efforts.

The year ahead will be a critical one in de-
termining the future of Iraq’s fragile demo-
cratic government, as the U.S. draws down
its military presence and Iragis go to the
polls for parliamentary elections scheduled
to take place by January 2010.

The House version and the preliminary Sen-
ate version of the bill include $484 million
and $459 million respectively in assistance
for Iraq, slightly below the administration’s
request of $500 million. It is expected that
the conference committee’s version of the
bill will include funding for Iraq in this
range, only marginally less than President
Obama’s request.
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Jordan

The administration’s request of $693 mil-
lion in total assistance to Jordan in the FY10
request represents a decrease over the total
amount of $871.8 million enacted in FY09,
including $150 million in unrequested sup-
plemental ESF funds granted by Congress in
June 2009. On the other hand, the $693 mil-
lion request also represents a 29% increase
over the level of funding requested by the
administration a year ago. The request essen-
tially matches the levels of funding granted
by Congress in the FY09 omnibus appro-
priations act in March, which far exceeded
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the administration’s FY09 request, without
the extra $150 million granted in the supple-
mental bill. The $363 million requested for
ESF matches the level granted by Congress
in the FY09 annual appropriations act, and
the $330 million requested for military aid
would represent a slight (9%) decrease over
granted FY09 levels.

Although Congress ultimately granted Jor-
dan $871.8 million in overall assistance for
FY09, exceeding the Bush administration’s
request by $336 million (or 63%), only $20.8
million of this amount is being spent on
programs within the GJD objective, which
is 23% less than the Bush administration’s
request of $27 million for GJD in FY09. The
FY10 request calls for a further 23% decrease
in GJD funding, down to $16 million. Put
another way, democracy and governance
funding represents only 2.3% of the overall
FY10 assistance request, compared with
just over 5% of President Bush’s request for
FY09. As is true for many countries across
the region and elsewhere, the FY10 request
most sharply reduces funding for civil soci-
ety, which is cut by 44% from $5.75 million
in FY09 down to only $3.25 million. Fund-
ing for Good Governance programs is also
reduced by 36%, while programs for Political
Competition and Consensus Building, Rule
of Law and Human Rights see very small
decreases.

In addition to this bilateral assistance dis-
tributed through USAID, Jordan is currently
undergoing negotiations with the Millen-
nium Challenge Corporation (MCC) that are
expected to result in the signing of a large
multiyear assistance compact during FY10.
Jordan submitted a proposal for a compact
project on water management in November
2008. One ongoing MCC project, aimed to
strengthen governance mechanisms in 9 mu-
nicipalities, will be completed in September
2009.

Congress has been extremely supportive of
the Jordanian regime, without expressing
concern for any of the human rights issues

or stagnating political reform that have
been raised regarding other U.S. allies in the
region. Numerous members of Congress
have consistently expressed support for the
Jordanian regime as a key strategic ally of
the U.S. that is under pressure because of
the flow of refugees from Iraq. Much of this
support has taken the form of increasing
foreign assistance. It appears that Congress
will grant assistance to Jordan matching the
sharp increases called for in the President’s
request.
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Lebanon

Overall assistance to Lebanon in the FY10
request represents a dramatic increase over
two years from the level of funding granted
in FY08. The request of $238.3 million is
comparable to the total level of funding allo-
cated for FY09, but this includes a significant
increase in civilian economic assistance and
a sizable cut in military aid. The request
calls for $109 million in ESE, up 60% from
the FY09 level of $67.5 million, and $129
million in military aid, including $100 mil-
lion in FMF and $29 million in three smaller
military aid accounts: International Military
Education and Training; International Nar-
cotics Control and Law Enforcement; and
Nonproliferation, Antiterrorism, Demining,
and Related Programs. Aid to Lebanon was
increased dramatically across the board
from FY08 to FY09, and the FY10 request
maintains those significant increases.

The request calls for $27.3 million in de-
mocracy and governance funding, a 49%
increase over the total granted in FY09, and
a fourfold increase from FY08 levels. This
includes large increases for Rule of Law and
Human Rights ($14.1 million, up from $7.5
million), Good Governance ($7.1 million, up
from $4.5 million), and Civil Society ($5.5
million, up from $3.8 million). The only
program area within the GJD heading to see
a cut is Political Competition and Consensus
Building, reduced 80% from $2.5 million to
merely $500 thousand. It could be noted
that the $27 million request is still consider-
ably less than the $37 million requested by
President Bush for FY(09, but Congress only
granted half of this amount. However, as
noted above, the general expectation is that
the Democrat-controlled Congress is likely to
come closer to granting funding for Lebanon
and other countries at the levels requested
by President Obama than those requested by
President Bush.

After the Obama administration initially
submitted its budget request to Congress,
there was some uncertainty in the status of

U.S. aid to Lebanon, pending the outcome of
the June 2009 parliamentary elections. Only
days before the elections, Vice-President
Biden visited Lebanon and acknowledged
that the level of U.S. assistance to the coun-
try could be affected by their outcome, the
implication being that U.S. aid would be
sharply cut in the event of an electoral victo-
ry by the Hezbollah-led March 8 opposition.
However, this scenario did not come to pass,
as the ruling March 14 coalition surpassed
expectations and increased its share of par-
liamentary seats. The results of the elections
were accepted by all parties as accurate and
legitimate and the peaceful elections are
generally considered to have been a step for-
ward. Following this perceived success, the
coming year is seen as a potentially impor-
tant moment in Lebanon, with opportunities
for long-awaited electoral reforms ahead of
next year’s municipal elections.

Congress has generally been quite support-
ive of U.S. assistance to Lebanon. A March
8 victory in June’s parliamentary elections
would have likely lessened this support
considerably, if not eliminated it entirely,
but this scenario was avoided. The current
House and Senate versions of the FY10 ap-
propriations bills fully grant the President’s
requests of $109 million in ESF and $100
million in FME, while granting somewhat
less than requested for smaller security as-
sistance accounts.
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Morocco

The President’s budget request calls for a
significant increase in bilateral foreign assis-
tance to Morocco, with an overall increase in
aid of 66%, from $25 million in FY09 to $41.6
million. Military assistance is more than
doubled in the request, while civilian eco-
nomic aid is increased by more than 50%.

Within these increases, the request for GJD is
doubled from $5 million to $10.7 million, with
increases in each of the four GJD program
areas. Notably, the GJD portion of the request
also includes $3 million in funding for Rule
of Law and Human Rights programs, which
had not previously been funded by USAID
in Morocco. In addition, the request for Po-
litical Competition and Consensus Building
funding, which had held steady at $1 million
annually since 2006, is doubled to $2 million.
Good Governance programs would see their
funding increased by 30% from $2.8 million
to $3.65 million, and funding for Moroccan
Civil Society would receive a 67% increase
under this request, from $1.2 million to $2
million. The requested increase in civil
society funding is particularly notable, as
it comes in a budget request that reduces
funding for civil society programs across the
Near East region by 29%.

Following the low 38% turnout in the 2007
Moroccan elections, a number of new U.S.
government-funded programs to strengthen
political parties and encourage broadened
political participation were established. The
requested increase in Political Competition
and Consensus Building funding will allow
for the expansion of these programs, includ-
ing USAID political party training sessions
that aim to train 17,000 people during
FY10. The municipal elections of June 2009
were regarded as relatively free and fair;
positive signs included an increased voter
turnout rate of 52% and dramatic increases
in participation by female candidates. Still,
many viewed the elections as representing a
consolidation of power by the monarchy, as
the new Authenticity and Modernity (PAM)
Party, founded by close allies of the king,
swept the largest number of seats.*

Despite the large increases in bilateral aid to
Morocco, the largest component of assistance
remains its compact with MCC. In August
2007, Morocco signed a five-year, $697.5
million Millennium Challenge Compact fo-
cusing on poverty reduction and economic
growth. At an average of $139.5 million per
year, the compact dwarfs the $41.6 million
in bilateral assistance proposed in the FY10
budget. The bulk of the funds in Morocco’s
MCC compact are designated for three
large programs: one for rehabilitating and
expanding fruit tree production; another for
modernizing the small-scale fisheries sector;
and a third for small entrepreneurships in
traditional artisanal goods.

Although none of the MCC funds for Mo-
rocco are directed towards any democracy,
governance, or human rights programs, the
seventeen indicators used in the MCC’s an-
nual country scorecards include six indica-
tors under the objective of “Ruling Justly,”
which are designed to provide incentives
for progress on areas of political reform. As
noted above, however, despite some posi-
tive steps in these areas, Morocco continues
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to receive failing, below-median scores from
Freedom House on both political rights and
civil liberties, as well as on the “Voice and
Accountability” indicator from the World
Bank Institute. Some continue to question
the wisdom of granting such a large MCC
assistance package (the largest compact to
date granted by MCC at the time of signing)
to a state that has not demonstrated greater
progress in the areas of political rights and
freedoms.*
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Pakistan

The overall funding request for assistance to
Pakistan for 2010 is $1.58 billion, a modest
increase over the level of funding granted
for FY09 through the annual appropriations
process and the supplemental appropria-
tions approved in June 2009, which totaled
$1.44 billion. As in the case of Afghanistan,
Pakistan is a clear priority of the new Obama
administration, which has encouraged
Congress to increase assistance to Pakistan,
beginning with the FY09 appropriations,
which granted funds at nearly double the
level of $826 million requested by the previ-
ous administration for 2009.

Also like Afghanistan, the increases in GJD
funding for Pakistan are particularly dra-
matic. In 2008, $40.8 million was spent on
democracy and governance programs in
Pakistan. For 2009, the Bush administration
requested an increase in such funds to $55.2
million, although Congress granted more
than requested. The administration is cur-
rently spending approximately $83 million
on the GJD objective in Pakistan for FY09.
President Obama’s 2010 budget requests
$190.7 million for democracy and gover-
nance in Pakistan for 2010, nearly a fivefold
increase over two years since FY08.

Up until now, the majority of GJD funds
for Pakistan have focused on good gover-
nance and anticorruption programs, which
currently receive more than 76% of all GJD
funding for the country. The President’s re-
quest for FY10 changes this approach. While
the request calls for a modest 12% increase in
funding for Good Governance programes, it
includes quite remarkable funding increases
for all other GJD program areas: Political
Competition and Consensus Building more
than doubled from $6.2 million to $15.2 mil-
lion; Rule of Law and Human Rights more
than quadrupled from $9.8 million to $39.3
million; and most of all, the request calls for
a drastic increase in funding for Pakistani

% Freedom House. “Millennium Challenge: Funds Should Go to States Committed to Democracy.” November 2, 2005.

THE PRESIDENT’S BUDGET REQUEST FOR FISCAL YEAR 2010: DEMOCRACY, GOVERNANCE, AND HUMAN RIGHTS IN THE MIDDLE EAST

33



34

civil society, which has until now always
received less than $4 million annually, up to
$65.2 million.

This increased emphasis on bolstering Paki-
stani democracy has broad support in Con-
gress and beyond, as events in Pakistan in
late 2007 and early 2008 — including the as-
sassination of former Prime Minister Benazir
Bhutto — highlighted the lack of democratic
reform in Pakistan and its consequences.
Moreover, large-scale U.S. assistance to the
Pakistani regime was seen as producing little
and was widely criticized for being directed
toward former President Musharraf’s secu-
rity services.*® Before entering the White
House, then-Senator Joe Biden proposed tri-
pling non-military assistance to $1.5 billion
as part of a multiyear $7 billion assistance
agreement. Biden also called for an addi-
tional $1 billion “democracy dividend” to
“jumpstart” the new, democratically-elected
Pakistani government.

The Obama administration has wasted no
time in dramatically increasing overall U.S.
aid to Pakistan, including support for de-
mocracy and governance, and it seems that
Congress will fully support these increases
as requested.

Pakistan: Total FY10 Request
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